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Northern District of California, Northern Division.

BRIEF FOR APPELLEE.

Appellants have presented exhaustively under five

main headmgs the points and authorities on which

they rely for a reversal of the judgment of the Dis-

trict Court confirming the plan of readjustment of

the indebtedness of Waterford Irrigation District.

Preceding the argument are 37 pages of introductory

matter, wherein certain statutory and constitutional

provisions with respect to irrigation districts are

quoted or smnmarized, and an outline of the proceed-

ings leading up to this appeal is given and the assign-

ments of erroT on which appellants rely are set forth.



The plan of this reply brief will be to present first

a statement of the controversy and matters essential to

its consideration and then submit our argmnent in

support of the decision of the District Court.

I. INTRODUCTION.

1. Short titles of statutes.

As it will be necessary to refer to three statutes

quite frequently they will be designated by short titles,

as follows

:

(a) ''The Bankruptcy Act", meanins: ''an act

to establish a uniform system of bankruptcy

throughout the United States", approved July

1, 1898, as said act has been amended and is now
in effect.

(b) "The California Irrigation District Act",

meaning the act of the State of California, of-

ficially so designated as the same has been

amended and is now in effect (Cal. Stats. 1897,

page 254, as amended; Act No. 3851 of Deer-

ing's General Laws of 1931, as amended) ; said

act as amended and now in effect is given in

Bulletin No. 18-D of the Department of Public

Works of the State of California, beginning at

page 67.

(c) "The California Districts Securities Com-

mission Act", meaning an act of the State of

California, officially so designated, approved June

19, 1919, (Cal. Stats. 1931, page 2263), as amended

by Cal. Stats. 1933, page 355. This act as passed

in 1931 is given in Deering's General Laws of

1931 as Act No. 3857a and is given as amended

in said Bulletin No. 18-D, beginning at page 36.



2. The appellee.

Appellants' brief correctly states that Waterford

Irrigation District was organized under the provi-

sions of the California Irrigation Districts Act and

is engaged exclusively in the distribution of water

for irrigation purposes, which is declared to be "ex-

clusively a governmental function". Whether this be

true or not need not be determined. Unquestionably

the district is an agency of the state. It was held in

Tiiriock Ir. Dist. v. White, 186 Cal. 183, 198

Pac. 1060,

that such a district is not a ''municipal corporation",

in the sense in which that term is used in Section 1

of Article XIII of the Constitution of Califo'rnia pro-

viding for taxation of certain kinds of property held

by municipal corporations, but in that case it was

pointed out that in

Falllrook Ir. Dist. v. Bradley, 164 U. S. 112, 41

L. ed. 369, 17 S. Ct. 56,

such a district is said to be "a public corporation for

municipal purposes".

In the case entitled

In re Madera Ir. Dist., 92 Cal. 296, 28 Pac. 272,

28 Pac. 675,

it was declared that an irrigation district organized

under what is commonly called the Wright Act of

1887, which has been superseded by the California Ir-

rigation District Act, becomes "a public corpoTation";

that its officers become "public officers of the state",

and that it is authorized to exercise the power of taxa-

tion, "one of the highest attributes of sovereignty".

After further summarizing the legislative provisions



for the government of such a district and the exercise

of its powers, which are in all essential respects the

same mider the California Irrigation District Act as

they were under the Wright Act, the court continued

as follows:

''Here are found the essential elements of a

public corporation, none of which pertain to a

private corporation. The property held by the

corporation is in trust for the public, and subject

to the control of the state. Its officers are public

officers, chosen by the electors of the district, and
invested with public duties. Its object is for the

good of the public, and to promote the prosperity

and welfare of the public. '

'

In some later decisions of the California courts it

has been intimated that such a district should be called

"a state agency" rather than a public corporation, but

there can be no question that it exercises govern-

mental powers for public purposes, and, as pointed out

in appellants' brief, it Avas held in

La Mesa * * * h\ Dist. v. Honiheck, 216 Cal.

730, 17 Pac. (2d) 143,

that the liens of the assessments levied by such a dis-

trict are of equal rank with county taxes. It had

been previously held in

Bolton V. Terra Bella Ir. Dist., 106 Cal. App.

313, 289 Pac. 678,

that a sale of land for delinquent county taxes would

not affect the lien of an irrigation district for de-

linquent assessments levied by it.

As an agency of the state, an irrigation district in

California has been held to be exempt from liability



from the torts of its agents. The cases so holding are

cited and considered in

Morrison v. Smith Brothers, 211 Cal. 36, 293

Pac. 53,

wherein the distinction between such districts and

''municipal corporations" is fully set forth. In the

later case of

Yolo V. Modesto Ir. Bist, 216 Cal. 274, 13 Pac.

(2d) 908,

it was held that this immunity from tort liability did

not extend to' the operations of an irrigation district

in the development and distribution of electrical

energy.

The provisions of the State Constitution relating to

irrigation districts and their operations are correctly

set foTth in sufficient detail for the purposes of this

discussion on pages 2 to 8 inclusive of appellants'

brief. The references to a provision of the act pro-

viding for the dissolution of irrigation districts on

pages 8 and 9 of the brief and to certain provisions of

the California Districts Securities Commission Act on

pages 9 to 12 of the brief will be considered at the

proper places in our argument.

3. Appellee's plan of readjustment.

The decree of the District Court from which this

appeal is taken confirmed a certain plan of readjust-

ment of the indebtedness of Waterford Irrigation

Dist]ict. It appears from the agreed statement herein

that this district comprises about 14,000 acres of

land in the County of Stanislaus, State of California.



It has outstanding certain bonds of two issues as

follows

:

First Issue $446,400

Second Issue 185,525

Total $631,925

The bonds of the first issue bear interest at the rate

of 6 per cent per annum and those of the second issue

at the rate of 5% per cent per annum, the interest in

each case being payable semi-annually January 1st

and July 1st of each year. The only indebtedness of

the district consists of the aforesaid bonds and all the

interest which has matured thereon since January 1,

1932. The plan of readjustment provided for the

retirement of this indebtedness by the payment for

the bonds of amounts equal to 48.82 cents for each

dollar of principal amount of said bonds provided that

all unpaid interest coupons appurtenant to the re-

spective bonds should be delivered therewith, pro-

vision being made for a reduction in the amount to

be paid for any bond not accompanied by all of the

unpaid interest coupons appurtenant thereto', such de-

duction to be at the rate of 44.79 cents for each dollar

of the face amount of any missing coujDon representing

interest accrued on or before February 1, 1933, and

the full face value of any such missing coupon repre-

senting interest accruing after that date. These pay-

ments are to be made from the proceeds of a loan

awarded to said district by the Reconstruction Finance

Corporation, an agency of the United States in an

amount not exceeding $312,500.



4. The issues on this appeal.

Before entering the decree from which this appeal is

taken, the District Court made elaborate findings,

based on the report and recommendations of the Spe-

cial Master to whom the case w^as referred for the

taking of testimony. There is no assignment of error

to the effect that the court erred in making any of

these findings or that the findings do not fidly support

the decree.

The assignments of error all raise questions of the

constitutionality of either Chapter IX of the Bank-

ruptcy Act or of the California Statute authorizing

irrigation districts and other public agencies in Cali-

fornia to take advantage of the provisions of said

Chapter IX, with the possible exception of a few

assigim:ients of error which may be deemed to raise

questions of statutory interpretation.

The questions involved, according to appellants, are

presented on page 37 of their brief. The first tw^o are

thus stated:

''Can a California Irrigation District, a state

legislative mandatory, be subjected to the juris-

diction of a Federal Bankruptcy Court ? '

'

"Can the State of California consent to such

jurisdiction?"

These questions are not correctly stated. The ques-

tion actually before the court is this

:

Can a California irrigation district with the

approva.1 of the State invoke the jurisdiction of

the Federal Bankruptcy Court to enforce on an

objecting minority of its creditors a plan of re-
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adjustment which has been accepted as provided

in Section 80 of the Bankruptcy Act?

As to the plan of readjustment submitted to the

court by Waterford Irrigation District, there is no

contention that it does not conform in all respects to

the requirements of the statute. The questions raised

by appellants with regard to details of the plan are

complaints against the Jaw, rathe}- than against the

plan. They will be considered hereafter.

II. THE ARGUMENT.

The authority of Congress to enact Chapter IX of

the Bankruptcy Act is found in Section 8 of Article

I of the Constitution, giving the Congress power "to

establish * * * uniform Laws on the subject of

Bankruptcies throughout the United States". If this

is a uniform law on the subject of bankruptcies, then

Congress had authority to enact it unless the broad

language above quoted is Imiited by some other con-

stitutional pro^dsion or principle.

1. Chapter IX of the Bankruptcy Act is a uniform law on the

subject of bankruptcies.

In numerous briefs filed in various cases in the

District Courts in support of motions to dismiss peti-

tions filed under the provisions of Chapter IX of the

Bankruptcy Act, the contention was vigorously made

that it was not a law on the subject of bankruptcies.

The question however, was determined conclusively

by the Supreme Court in



Continental * * * Bank & Tr. Co. v. C. R. I. P.

By. Co., 294 U. S. 648, 79 L. ed. 1110, 55 S.

Ct. 595,

wherein, with the concurrence of all the justices, the

validity of Section 77 of the Bankruptcy Act provid-

ing for the reorganizing of railroads engaged in inter-

state commerce was upheld. The provisions of Sec-

tion 80 are so nearly identical with the provisions of

Section 77, that there can be no longer any doubt that

Chapter IX is a law on the subject of bankruptcies.

Furthermore in a footnote to the opinion of the

Supreme Court in

Louisville Joint Stock Land Bnk. v. Radford,

295 U. S. 555, 79 L. ed. 1593, 55 S. Ct. 854,

it w^as pointed out that the principle of composition

has been applied to the interests of secured creditors

by Sections 74 and 75 of the Bankruptcy Act, relating

to individual debtors; by Section 77, relating to rail-

roads ; by Section 77B, relating to the reorganizing of

corporations generally, ''and by Section 80 * * * re-

lating to public debtors".

That Chapter IX is a uniform law on the subject

is equally clear from

Hanover National Bnk. v. Moyses, 186 U. S.

181, 46 L. ed. 1113, 22 S. Ct. 857,

holding that the uniformity required by the Constitu-

tion is geographical.

The provisions of Section 80 authorize a taxing dis-

trict to file in the District Court of the United States

a petition stating that it is " insolvent or unable to meet

its debts as they mature", and to present for confirma-
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tion by the court a plan of readjustment of its in- ,

debtedness. The section then prescribes certain pro- 1

cedure and provides that the plan cannot be confirmed

until it has been accepted in writing by creditors, in

the case of an irrigation district, holding more than

two-thirds in amount of the claims affected by the

plan, and shall be confirmed if the judge is satisfied

that

(1) it is fair, equitable and for the best inter-

ests of the creditors, and does not discriminate

unfairly in favor of any class of creditors

;

(2) complies with the provisions of subdivi-

sion (b) of Section 80

;

(3) has been accepted and approved as re-

quired by the provisions of subdivision (d) of

Section 80;

(4) all amounts to be paid by the taxing dis-

trict for services or expenses incident to the read-

justment have been fully disclosed and are rea-

sonable
;

(5) the offer of the plan and its acceptance

are in good faith, and

(6) the taxing district is authorized by law,

upon confirmation of the plan, to take all action

necessary to carry out the plan.

These are the essentials of a composition, and it can i

no longer be contended that a law providing for a com-

position with creditors and compelling the acceptance

by all the creditors of a plan confirmed by the court in
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accordance with such a law, is an act on the subject of

bankruptcies.

It was long- ago determined that in legislating on

the subject of bankruptcies Congress is not limited to

that subject as it was treated in England and the

colonies prior to the adoption of the Constitution. The

matter was thoroughly considered in the three cases

entitled

:

In re Reiman, Fed. Cas. No. 11,673, 7 Ben. 455,

11 N. B. R. 21; Fed. Cas. No. 11,674, 7 Ben.

505; Fed. Cas. No. 11,675, 12 Blatchf. 562, 13

N. B. R. 128.

The first two of these cases were decided in the U. S.

District Court for the Southern District of New^ York

in 1874, by Judge Blatchford, and both were affirmed

in 1875 in the third case by the Circuit Court. As the

first case is cited with approval on the same point by

the Supreme Court in

Hanover Nat. Bnk. i\ Moyses (supra), at page

187 of 186 U. S.,

it may be taken as controlling authority, and it con-

stitutes virtually a brief on this subject.

In the opinion of the Supreme Court in the case of

Hanorrr Nat. Bnk. v. Moyses (supra),

there is a quotation from the case of

In re Klein ^ reported in a note to Nelson v. Car-

land, 1 How. 265, 267,

in which Mr. Justice Catron, in the Circuit Court for

the District of Missouri, said that the word "bank-

ruptcies" suggested ideas "numerous and compli-
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cated", of which Congress has "general jurisdiction".

He suggested as the "least limit" of the jurisdiction on

the subject all cases where the law causes the property

of the debtor to be distributed among his creditors,

and as the "grestest limit" the discharge of the debtor

from his contracts. These limits were sufficient for the

subject then in hand, but that the legislation on the

subject might be even broader was intimated by the

Supreme Court at page 187 of 186 U. S., where it is

said:

"The framers of the Constitution were familiar

with Blackstone's Commentaries and with the

bankrupt laws of England, yet they granted

plenary power to Congress over the whole subject

of bankruptcies and did not limit it by the lan-

guage used."

2. There is no express or implied limitation upon the power

of Congress to extend the benefits of bankruptcy legislation

to the states or their agencies or mandatories.

In the brief for appellants there is no attempt to

show that Chapter IX is not a uniform law on the

subject of bankruptcies. It is likewise not contended

that any express constitutional pro^dsion limits the

power of Congress in legislating upon that subject.

The only reliance of appellants, in their contention

that Congress exceeded its power in the enactment of

Chapter IX, is on a theory, expressed in the first point

of their argument, that the bankruptcy power of Con-

gress does not extend to the states, nor to their agencies

or mandatories.

Against this theory may be cited the decisions of all

of the District Courts which have passed upon the con-
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stitutionality of this statute, except the decision of

Judge Kennerly in

In re Cameron County Water Improvement

District No. 1, 9 Fed. Sup. 103,

which decision was reversed by the Circuit Court of

Appeals of the Fifth Circuit, March 3, 1936, in

Cameron County Water Improvement District

V. Ashton,

in which it was held that Congress '^may extend the

jurisdiction of the inferior courts of the United States

over the states of the Union where the state is seeking

relief and a federal question is presented for decision".

Among the decisions rendered by the District Courts

in support of this law, we call special attention to the

opinion of Judge St. Sure in the case entitled

In re East Contra Costa Irrigation District, 10

Fed. Sup. 175,

in which the following is quoted from the oj^inion in

Hanover National Bnk. v. Moyses (supra), at

page 188 of 186 U. S.:

"The grant to Congress involves the j^ower to

impair the obligation of contracts, * * *" and, as

was said by Blatchford, District Judge, in In re

Reiman, 20 Fed. Cas. 490, 494, No. 11,673: ''* * *

In making laws necessary and proper to carry into

execution the powers vested by the constitution in

the government of the United States, congress

possesses the choice of means, and may use any
means which are, in fact, conducive to the exercise

of a power granted by the constitution. U. S. v.

Fisher, 2 'Cranch (6 U. S.) 358, 396 (2 L. Ed.

304) ; McCulloch v. Maryland, 4 Wheat. (17 U. S.)
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316, 421 (4 L. Ed. 579) ; The Legal Tender Cases,

12 Wall. (79 U. S.) 457, 539 (20 L. Ed. 287)."

Many pages of appellants' brief are devoted to a

discussion of dual sovereignty in the governmental

system of the United States. There is no room for

debate on this subject. The Federal Grovernment is a

government of delegated powers and Congress has only

such authority as is given it by the Constitution, or is

clearly implied from constitutional provisions. On the

other hand, in the exercise of power conferred by the

Constitution or implied from its provisions, the power

of Congress is plenary, except as limited by express

constitutional provisions or by conclusive implications.

But it is argued by appellants that the doctrine of

the sovereignty of the state is a limitation upon the

broad language of the Constitution giving Congress

plenary power to pass uniform laws on the subject of

bankruptcies. Thus it is declared in a paragraph

begimiing at the bottom of page 44 of appellants'

brief

:

''Admittedly, the Congress of the United States

does not have the power to enact a bankruptcy

law applicable to the State of California or any

of its governmental agencies without the consent

of the State."

As authority for this sweeping statement is cited

Hopkins Federal S. and L. Assn. v. Cleary, 295

U. S. 721, 79 L. ed. 1675, 55 S. Ct. 235,

in which the Home Owners Loan Act of 1933 was held

unconstitutional to the extent that it permitted the
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conversion of state associations into federal associa-

tions in contravention of the laws of the place of their

creation. Of course, this case is not authority for the

doctrine that the reserved powers of the states are a

limitation upon the unlimited language of the Consti-

tution with respect to legislation on the subject of

bankruptcies. There is no constitutional provision

authorizing Congress to pass imiform laws on the sub-

ject of savings and loan associations. The chartering

of such organizations is essentially a state function,

and obviously a federal law which interfered with such

a fmiction could not stand.

The only argument along this line which appellants

make with any semblance of authority is that which

begins at page 55 of their brief, based on the rule that

general statutory language does not apply to a sover-

eign to its disadvantage. In line with this rule, it has

been held that the general language of the Constitu-

tion conferring upon Congress powers of taxation does

not authorize the taxing of the states or their agencies

by the Federal Government.

But it should be noted that this rule applies only to

general provisions limiting sovereign powers, which

are presumed not to be abridged unless the intent to

interfere with them is clear. The rule as to statutory

construction was stated as follows in the early case of

Mayrhofer v. Board of Education, 89 Cal. 110,

26 Pac. 646:

''The state is not bound by general words in a

statute which would operate to trench upon its
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sovereign rights, injuriously affect its capacity to

perform its functions or establish a right of action

against it."

If this rule should be applied to the construction of

the Federal Constitution, Chapter IX of the Bank-

ruptcy Act would not thereby be invalidated, because

that chapter does not apply to any state or its agencies

to their disadvantage. It is expressly stated in

59 Corptis Juris 1104

that the state may have the benefit of general laws,

and that the rule does not apply to statutes made for

the public good. Still less would it apply to a consti-

tutional provision conferring upon Congress plenary

power to legislate on the subject of bankruptcies.

That the sovereign may take advantage of general

language in a statute which does not trench upon its

sovereign rights was established in

Z7. ,S- V. Knight, 14 Pet. 301, 10 L. ed. 465.

That case involved the construction of an act of Con-

gress relating to executions and other final process

issued on judgments and decrees rendered in any of

the courts in the United States, with a proviso that it

should be within the power of the courts to alter final

process in said courts so as to conform to any change

which may be adopted by the legislatures of the re-

spective states for the state courts. It was argued that

this language could not apply to judgments rendered

in favor of the United States upon the ground that

the sovereign was never to be considered as embraced

in any statute unless expressly named, hut it was held

that the rule did not apply to a statute which did not
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divest the public of any right or violate any principle

of public policy. Reference was made to the rule as

stated in Bacon's Abridgment under the title "Pre-

rogative" where it is said that the general mle is that

where an act of Parliament is made "for the public

good, the advancement of religion and justice, and to

prevent injury and wrong, the King shall be bound

by such act though not particularly named therein,

but where a statute is general and thereby any pre-

rogative right, title, or interest is divested or taken

from the King, in such case he shall not be bound".

The same principle was declared to have been decided

in New York, Massachusetts, Pennsylvania and, no.

doubt, in other states, not upon any notion of preroga-

tive, but for the public good.

There is nothing in Chapter IX of the Bankruptcy

Act which trenches upon the sovereignty of any state

or operates to the disadvantage of any of its agencies.

Indeed, as pointed out on page 15 of appellants' brief,

subsection (k) of Section 80 provides that the act does

not limit the powder of the state to control any political

subdivision in the exercise of its political or govern-

mental powders, and it is expressly provided that when

any state agency is authorized to exercise control over

the fiscal affairs of a taxing district and has assmned

such control, the district cannot file its petition for the

confiiination of a plan of readjustment of its indebted-

ness without the approval of such state agency. Fur-

thermore, subdivision (11) of subsection (c) of Sec-

tion 80 forbids the court to interfere with (a) any of

the political or governmental powers of a taxing dis-
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trict, or (b) any of the property or revenues of the

taxing district necessary in the opinion of the judge

for essential governmental purposes, or (c) any in-

come-producing property unless the plan of readjust-

ment so provides.

The plain purpose of Chapter IX is for the relief

of taxing districts, and its effect is to enable them to

enforce a plan of readjustment of their indebtedness

that will make it possible to restore their lands to the

public tax rolls and prevent them from being crushed

by an unbearable burden of debt.

All that is done by the statute is to open the bank-

ruptcy courts to taxing districts which are unable to

meet their debts as they mature and to authorize such

courts to exercise their broad powers upon the credi-

tors of such districts to the same extent and for the

same purpose that the Supreme Court has determined

can be done in the reorganization of quasi-public cor-

porations engaged in interstate commerce.

It is clear that nothing in the legislation under con-

sideration violates the rights or affects any of the

reserved powers of the states, and therefore there is

no merit in the contention that Chapter IX is in con-

flict with the Tenth Amendment of the Constitution.

Indeed, appellants do not point out wherein the legis-

lation as now framed violates any constitutional pro-

vision or any of the implications by which state

sovereignty has been protected.

This disposes of the analogy drawn in appellants'

brief beginning at page 47 between the bankruptcy
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clause of the Constitution and the Sixteenth Amend-

ment. It was held, as stated on page 49 of appellants'

brief, that the amendment was adopted merely to

remove a limitation on the power of Congress to levy

direct taxes. Therefore its general language was held

not to confer power to tax the states and their

agencies, which would be to their disadvantage.

3. It is not necessary to determine whether Congress could

subject state agencies to involuntary bankruptcy proceed-

ings.

While appellants do not attempt to show that this

particular legislation is in violation of the Constitu-

tion, they urge at great length and with much em-

phasis that if Congress has the right to authorize a

voluntary proceeding by state agencies under the

Bankruptcy Act, it must have power to subject a state

or its agencies to the unlimited authority of the bank-

ruptcy court without the consent and against the wdll

of the state.

They cite no authority and give no reason for this

conclusion. They merely allege it or assume it. For

example, on page 54 of their brief, they say: "Under

this constitutional authority and the imlimited powder

vested in Congress, Congress, where it has any power

in that behalf, may provide for involmitary, as well

as vokmtary bankruptcy." This is true, of course,

unless the general language of the Constitution is

limited with respect to certain agencies by some other

constitutional provision or principle.
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In the exercise of the bankruptcy power, Congress

has not deemed it necessary to apply statutory provi-

sions for involuntary bankruptcy to all persons who

are authorized to take advantage voluntarily of the

protection of the bankruptcy courts. Indeed, it is

pointed out on page 54 of appellants' brief that

voluntary bankruptcy proceedings w^ere unknown in

the law of England at the time of the adoption of the

Constitution. If vohmtary bankruptcy proceedings

w^ere an innovation in American law, then it is clear

that there is no inherent necessity that the power to

provide for vohmtary bankruptcy proceedings should

include the i^ower to provide for such proceedings

against the will of the debtor.

Section 4 of the Bankruptcy Act provides that any

person, except certain associations and corporations,

shall be entitled to the benefits of the act as a volun-

tary bankrupt, hut a tvage earner or a person engaged

chiefly in farming cannot he subjected involimtarily

to bankruptcy proceedings. If Congress can make

such a distinction and adopt a valid statute of which

certain persons may take advantage, but to which they

cannot be compelled to submit, then it follows that if

Congress is restrained for any constitutional reason

from subjecting a state or its agencies against their

will to the jurisdiction of the bankruptcy court, this

is no reason why Congress may not authorize a state

agency to avail itself of the benefits of a bankruptcy

act.

A limitation hjj implication upon the power of Con-

2:ress can have no greater force than an express limi-
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tation to the same effect. If the framers of the Con-

stitution, in granting to Congress the power to pass

uniform laws on the subject of bankruptcies, had

added the proviso that no such laws should affect any

rights reserved to the states or impair the power of

any state to control its taxing agencies, no one would

contend that this would have prevented Congress from

authorizing a taxing agency with the consent of the

state, to apply voluntarily to the bankruptcy courts

for such relief as is provided for in Section 80. How,
then, can any implication that the power of Congress

to legislate on the subject of bankruptcies is limited

by the reserved rights of the states be given a greater

force than an express provision to that effect would

have? Consequently, there is no reason to determine

in this case whether some other law might be uncon-

stitutional. The issue before the court is tvhether this

particular statute was wdthin the power of Congress.

This was the view taken by the Circuit Court of

Appeals of the Fifth Circuit in

Cameron County Water Improvement District

V. Ashton (supra).

After reviewing the provisions of Section 80, that

court summed up its conclusions as follows:

''We need not attempt to re^dew the history

and development of the Bankruptcy Law. The
Act of May 24, 1934, is substantially similar in

letter and intent to the Act of March 3, 1933.

which added Chapter Eight, containing section

77, to the National Bankruptcy Act. The 1934

Act extends the benefit of the law to political cor-

porations, making relief similar to that granted
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to other corporations by the Act of 1933. In
Coyitinental Illinois Nat. Bk. d Tr. Co. v. Chicago,

R. I. <^ Pac. Raj. Co., 294 U. S. 648, the Supreme
Court construed section 77 and held it to be valid.

"Of course, a sovereign state may not be sued

by an individual without her consent. But Con-

gress may extend the jurisdiction of the inferior

courts of the United States over the states of the

Union where the State is seeking relief and a

Federal question is presented for decision, Ames
V. Kansas, 111 U. S. 449. The immmiity of a state

and a suit to enforce the obligations of such cor-

porations may be maintained in a Federal Court

without the consent of the state. Cowles v. Mercer

County, 7 Wall. 118; Lincoln County v. Luning,

133 U. S. 529; Leoh v. Columhia ToivnsMp, 179

U. S. 472.

"It is apparent that the Act of May 24, 1934,

was not intended to interfere with the sovereign

rights of any state. Full control over the liquida-

tion of the indebtedness of any political subdi-

vision is reserved to the state under the provi-

sions of Sec. 80 (k) above quoted. If the State

chooses to exercise her sovereign authority she

has the right to do so and the act is without effect.

We have no hesitancy in holding that the Act of

May 24, 1934 is a law on the subject of bank-

ruptcies within the power of Congress to enact

and valid."

4. The purpose of Chapter IX is to conserve the taxing dis-

trict and protect the best interests of the creditors.

In the brief of appellants this statute is treated as

if it were solely for the relief of the landowners in

taxing districts. A reading of Section 80 shows that



23

this is not its primary purjjose. It was XJ^i^sed in

recognition of the fact that throughout the country

there existed various taxing districts which by reason

of their large indebtedness and the decreasing ability

of the lands within them to produce sufficient income

to provide for the payment of such indebtedness, great

lumibers of such districts were threatened with total

collapse. This was x^^i'ticularly true in the class of

districts whose outstanding bonds w^ere general obli-

gations secured by the unlimited power and duty of

taxation. In such districts when the default in the

pajanent of taxes or assessments exceeds the X3er-

centage of normal delinquency, the burden of taxation

is increased upon the lands w^hich still have the

ability to x^ay, and this results in still greater de-

linquency as the less productive lands are unable to

meet the increasing burden.

The famous doctrine of ''the last faithful acre" is

theoretically possible, but x^i'actically a myth. There

are some districts in Califomia in which bondholders

have sought to x^i'^ss their claims in the hope of

realizing something from the last faithful acre, but

they have found that when it became obvious that a

large proportion of the lands in the district could not

meet their assessments, everybody quit x^^ying, and

remained on the land, cultivating and harvesting crops

in reliance upon the imx^robability that the bond-

holders or anyone else would go to the expense and

trouble of forcing them from their homes. Indeed,

under such conditions, wholesale evictions would be

hox:>eless. No one in his senses would buy land in a



24

district in which the accumulated and prospective ob-

ligations were greater than the ability of the land to

meet, and the bondholders will find that if they unite

to force from the land those whose toil and faith in

its future are the best security for the bonds, they

have robbed themselves of the most essential factor in

making possible the realization of anything on their

securities.

A graphic description of the conditions prevailing

in many of the irrigation districts in California was

given by the legislature in Chapter 60 of the Statutes

of 1933 by which Section 11 of the California Districts

Securities Commission Act was repealed and a new

section of the same number was added. The act was

declared an emergency measure necessary to meet "a

social problem of grave character" and the following

statement of facts was given to show the emergency

:

**Due to the existing agricultural depression,

many districts in the State have been imable to

raise sufficient revenue to meet the annual obli-

gations of their bonded indebtedness notwith-

standing that they have levied the amiual assess-

ment in all respects as provided by section 39 of

the California Irrigation District Act and not-

withstanding that they have included an estimated

delinquency of fifteen per cent as required by

section 60 of said act. The situation is rapidly

getting worse, both as to amounts of money in

default and niunber of districts involved. Assess-

ments and their delinquencies have proved un-

collectible and the lands remain, subject to such

delinquencies, imredeemed. Under present con-

ditions, land deeded to districts after the period
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of redemption has expired, is in most instances

unmarketable, nor can it be made to produce any

substantial revenue. As a result of the foregoing,

the burden of each succeeding annual assessment

is falling upon a progressively lessening body of

lands which in turn is forced to default in gTcater

and greater quantities with the result that unless

such process of pyramiding delinquencies is

checked at once all lands in defaulting districts

will soon be deeded to said districts for non-pay-

ment of assessments and it will be impossible for

said districts to resell the same. No appreciable

sum can, mider such conditions, be collected to

meet district bonds or other obligations and the

fiscal machinery devised for their payment will

break down. There will necessarily follow an

utter collapse of such districts and their obliga-

tions representing a substantial part of the wealth

and productivity of the State. The property

within such district will be left unoccupied and

miproductive and there will be a complete de-

struction of values in the cities and other terri-

tory within, or tributary to, such districts and in

the bonds of the districts themselves.

"The Legislature hereby declares that the wel-

fare of the State, the solvency of its banking in-

stitutions and the interests of the property o^Yners

and bondholders alike, i-equire that the foregoing

process of wholesale forced liquidation be stopped

immediately, and for such temporary period as

will permit ordinary economic processes to re-

habilitate themselves and enable districts and

bondholders to work out refinancing plans nov\-

mider consideration before all values within the

districts have been destroyed."
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While the legislature provided a temporary expe-

dient to meet the condition above described, it is ob-

vious that if the burden of indebtedness is excessive,

a radical readjustment of it will be necessary if the

district is to be put in condition to meet a part of

its obligations. In fairness to all the creditors, the

jurisdiction of the banl^ruptcy couris has been ex-

tended so that when a ])lan has been accepted by a

substantial majority and is found by the court to be

fair and not discriminatory against any class of

creditors, it may be confirmed and made binding upon

all the creditors affected by it.

On page 37 of appellants' brief it is suggested that

Waterford Irrigation District's plan of readjustment

is unfair because the district had relief under Section

11 of the California Districts Securities Commission

Act, which is set forth in large part on pages 9 to 12

of their brief. That section, of course, i^rovides for

only temporary relief, and the deferring of assess-

ments under it would only make the burden of taxa-

tion more unbearable w^hen the time came to meet the

obligations postponed by authority of that section.

In such a situation, it is as much to the interest

of the creditors that the indebtedness be readjusted

as to the landowners within the district. The value

of bonds depends, not only upon the possibility of

ultimately collecting the principal in full, but also

upon the promptness with which interest is paid.

If the bondholders are to be disappointed by frequent

defaults and harassed by the possibility of the ulti-

mate collapse of the district, it is far better for them
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to take a reasonable diseomit than to insist upon the

letter of their bonds. In many cases it has been dem-

onstrated that the greater the tax levied, the less

is the revenue collected. The assessments of irriga-

tion districts in California are not personal obliga-

tions of the landowners and their collection can only

be enforced to the extent of the ability of the land

to pay. Most bondholders recognize this and are

willing to adjust their claims to the facts, but there

is often a minority seeking to gain advantage by re-

fusing to cooperate in a reasonable plan of settle-

ment, hoping by holding out to gain some advantage

over the others. Without the aid of some authority

to enforce a plan of readjustment, either it will be

impossible to carry out any plan and the condition

will become progressively worse, or the reasonably

minded majority Avill yield and leave the district to

make the best settlement it can with the minority.

The enactment of Chapter IX of the Bankruptcy

Act was designed to promote the rehabilitation of

taxing districts on the basis of justice to all con-

cerned.

5. If there is any interference with state sovereignty by any

provision of Chapter IX, immunity from such interference

has been waived by the state.

Appendix A, printed with appellants' brief, sets

forth in full Chapter TY of the statutes of the extra

session of California held in September, 1934. This

act authorizes taxing districts to file petitions and

carry through proceedings under Chapter IX of the

Bankruptcy Act and further contains the following

section

:
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''Sec. 7a. Whenever any taxing district has

heretofore filed or i)urported or attempted to file

a petition mider Chapter IX of the Federal

Bankruptcy Statute or has taken or attempted

to take an}^ other proceedings under or in con-

templation of proceedings under Chapter IX of

the Federal Bankruptcy Statute, all acts and
proceedings of such taxing district and of the

governing board or body and of public officers

of such taxing district in connection with such

petition or proceedings, are hereby legalized,

ratified, confirmed and declared valid to all in-

tents and purposes and the power of such taxing

district to file such petition and take such other

proceedings is hereby ratified, confir-med and de-

clared, but all such proceedings taken after the

date this act takes effect shall be taken in accord-

ance with and pursuant to this act."

The petition of Waterford Irrigation District for

the confirmation of its plan of readjustment Vv^as filed

AugTist 6, 1934, before the meeting of the legislature

in extra session in that year. That the section just

quoted was effective to legalize such petitions was

held in

In re East Contra Costa Irrigation District

(supra).

In his opinion in that case, Judge St. Sure, after

quoting Section 7a, said:

"In the light of the section just quoted, and

the knowledge that all matters here mider con-

sideration deal with laws, both of the United

States and of the State of California, which are

remedial (made so because of the emergency ele-

ment which was the compelling influence in their
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enactment), the contention that this court is

without jurisdiction because the petition lacks

the 'consent allegation' must fail. Where peti-

tions of the character here involved were filed

prior to September 20, 1934, as was the jjetition

herein, the validating statute by its terms made
unnecessary the obtaining the consent of the

commission.

''In reaching this conclusion. People v. Van
Nuys Lighting District, 173 Cal. 792, 162 P. 97,

Ami. Cas. 1918D, 255, has not been overlooked,

and is easily distinguishable from the instant

case. In the Van Nuys Case a curative statute

was involved, while in the case at bar the matters

involved are in their entirety remedial, recog-

nized both by the Congress of the United States

and the Legislature of the state of California,

as growing out of a great national emergency."

The same conclusion was reached by Judge Mc-

Coi-mick of the Southern District of California in the

case entitled,

In re Imperial Irrigation District, 10 Fed.

Sup. 832.

He quoted the first i:)aragraph given above from the

decision in the East Contra Costa case and held that

the law "clearly manifests the approval by all gov-

ernmental agencies of the state" of the filing of the

petition involved in that case, which had also been

filed before the enactment of Chapter lY of the stat-

utes of the extra session.

That a state may waive its immunity from suit

brought against it by an individual of another state
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by making a voluntary appearance has been held in

the followdng cases:

Clark V. Barnard, 108 U. S. 436; 27 L. ed. 780;

2 S. Ct. 878;

Hagood v. Southern, 117 U. S. 52; 29 L. ed.

805; 6 S. Ct. 608;

Gimter v. Atlantic Coast Line, 200 U. S. 273;

50 L. ed. 477; 26 S. Ct. 252.

It has been definitely held that either the state or

the Federal Government may consent to legislation

by the other government which would be otherwise

unconstitutional. See

Pabst Breiving Co. v. Crenshaw, 198 U. S. 17;

49 L. ed. 925; 25 S. Ct. 552;

Baltimore National Bank v. State Commission

of Maryland, U. S ; 80 L. ed. 388;

56 S. Ct. 417.

The latter case held that national bank shares

owned by the Reconstruction Finance Corporation

were subject to state taxation. The Supreme Court

said that if it were assmned that the Corporation is

an instrumentality of govermnent, nevertheless, taxa-

tion by the state or a municipality "may overpass the

usual limits if the consent of the United States has

removed the barriers or lowered them".

6. While it is not necessary to decide the question in this case,

the power of Congress to legislate on the subject of bank-

ruptcies is superior to any rights of the states.

This principle was recognized in the recent case of

Ashtvander v. Tennessee Valley Authority,

U. S ; 80 L. ed. 427; 56 S. Ct. 466.
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Likewise, general language in the Constitution was

construed without reference to state sovereignty in

Chisholm v. Georgia, 2 Dall. 419, 1 L. ed. 440.

That was a suit against the State of Georgia by an

individual of another state, under authority of Sec-

tion 2 of Article III of the Constitution, providing

that the judicial power of the Federal Government

should extend to a controversy between a state and

citizens of another state. Notwithstanding the gen-

eral rule that a sovereign could not be sued without

its consent, it was held that the general language of

the Constitution overrode any doctrine of state sov-

ereignty.

As pointed out on page 69 of appellants' brief in

a quotation from

Hans V. Louisiana, 134 U. S. 1,

the decision "created such a shock of surprise

throughout the country that, at the first meeting of

Congress thereafter, the Eleventh Amendment to the

Constitution was almost unanimously proposed and

was in due course adopted". This amendment de-

clares that the judicial power of the United States

shall not be construed to extend to any suit in law or

equity commenced or prosecuted against one of the

United States by a citizen of another state or by citi-

zens or subjects of any foreign state. Thus it vv^as

necessary to amend the Constitution in order to limit

the application of general language in the original

instrument. If the doctrine of state sovereignty had

to yield in that instance, how can it now be invoked
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to limit the plain pro\ision of the Constitution gi\'ing

Congress XDlenary power to pass unifoiro laws on the

subject of bankruptcies?

The right to levy taxes has been called '*the highest

attribute of sovereignty" and yet when a bankrupt

is delinquent in the pa\inent of taxes, a claim must

be filed by the state or the taxing agency in the bank-

ruptcy proceeding, or the discharge of the bankmpt

extinguishes the lien of the taxes. As was said in

New York v. Irving Trust Co., 288 U. S. 329;

77 L. ed. 815; 53 S. Ct. 389:

''If a state desires to participate in the assets

of a bankrupt, she must submit to appropriate

requirements by the controlling power."

Like^\ise, it was held in

Van Huffel v. Harkelrode, 284 U. S. 255; 76

L. ed. 256; 52 S. a. 115,

that property administered in bankruptcy may be

sold free and clear of the lien of the state tax.

Fui'thermore in the res^ulation of interstate com-

merce, the rights of the states have often been com-

pelled to yield to the authority of Congress. See

Cincinnati N. 0. d Texas Pac. Railway v. In-

terstate Commerce Commission, 162 U. S.

184; 40 L. ed. 935; 16 S. Ct. 700;

Interstate Commerce Commission v, Detroit

etc. Raihvay Co., 167 U. S. 633; 42 L. ed.

317; 17 S. Ct. 919;

South Carolina v. United States, 199 U. S.

437; 50 L. ed. 261; 26 S. Ct. 110;
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Board of Trustees of University of TIL v.

United States, 289 U. S. 48; 77 L. ed. 1025;

53 S. Ct. 509;

Netv York v. United States (1922), 257 U. S.

591; 42 S. Ct. 239; 66 L. ed. 385.

In the recent decision in

Norman v. Baltimore <ic Ohio R. R., 294 U. S.

240; 79 L. ed. 885; 55 S. Ct. 407,

Congress, under its general power with respect to

money, was held to have the power to make private

obligations payable in any legal tender notwithstand-

ing contracts under state authority that they must be

payable in gold.

7. The special arg-uments of appellants are without merit,

a. Chapter IV of the Extra Session Statutes is constitutional.

It is argued in appellants' brief that Chapter IV of

the Statutes of the Extra Session of the California

Legislature authorizing taxing districts to take ad-

vantage of Chapter IX of the Bankruptcy Act is un-

constitutional : First, on the ground that it impairs

the obligation of contracts, and Second, that it was not

proper to enact it as an emergency measure.

The first argmnent is clearly without merit because

the act does not impair any obligations, but merely

authorizes taxing districts to file and prosecute in the

Bankruptcy Court proceedings authorized by Con-

gress. To the extent that there is any impairment of

contracts, this results from the Act of Congress and

not from state law. Private corporations are creatures

of state lavr, but it has never been held that they

cannot file petitions in bankruptcy.
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The second argument means only that the provision

of Chapter IV putting it into immediate effect might

be void. If so, the validity of the act was not affected.

Its effective date was merely deferred until 90 days

after the adjournment of the legislature. In any

case, it was effective long before the decree herein was

entered.

b. The Fifth Amendment does not affect Chapter IX of the Bank-

ruptcy Act.

The argument that Chapter IX of the Bankruptcy

Act is in violation of the Fifth Amendment of the

Constitution is best answered by reference to

Continental * * * Banh & Trust Co. v. C. R. I.

and P. Ry. Co. (supra),

in which Section 77 of the Bankruptcy Act was up-

held, although it is almost identical in its provisions

with Section 80 and affects both secured and unsecured

clauns. There is no similarity betw^een this legislation

and the Frazier-Lemke Act that was held in

Louisville Joint Stock Land Bank v. Radford,

295 U. S. 555, 79 L. ed. 1593, 55 S. Ct. 547,

97 A. L. R. 1106,

to violate the Fifth Amendment, because it arbitrarily

deprived a mortgage holder of his security.

The only portion of the Fifth Amendment applicable

to this matter is the provision that no person shall

be deprived of property without due process of law.

The last clause of the amendment that private prop-

erty shall not be taken for public use without just

compensation is inapplicable because the operation of
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a bankruptcy act is in no sense a taking of private

property for public use.

A cursory reading of Chapter IX of the Bankruptcy

Act will show that all of the requirements of due

process of law have been observed in its provisions.

When the petition is filed, a notice of the filing and

of a time for a hearing thereon must be given by

publication for at least three weeks and a hearing in

court must be held on such notice within 90 days after

the filing of the petition. It is further provided that

at least 90 days must be allowed after the first pub-

lication of the required notice within which creditors

may appear and contest the petition.

It is provided that the creditors making such ap-

pearance must hold at least five per centum in amount

of the evidences of indebtedness described in the peti-

tion in order to raise a controversy requiring a de-

cision on the issue presented, but in any event the

plan of readjustment proposed is subject to con-

firmation by the court and any creditor may be heard

on that point. This provision is w^ell within the powders

of Congress on the subject of bankruptcies.

Thus it appears from

In re Back Bay Automobile Co., 158 Fed. 679,

that the Act of 1898 authorizes a bankrupt to offer a

composition of his debts and that Section 55c of that

act provides that the court shall call a meeting of

creditors whenever one-fourth or more in number of

those who have proven their claims shall request it.

The requirement for a reasonable concert of action

on the part of creditors in bankruptcy proceedings is

common.
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It Avas urged in

Hanover National Bank v. Moyses (supra),

that the Bankruptcy Act of 1898, as to voluntary pro^

ceedings, would deprive creditors of property without

due process of law, but the opinion, beginning at page

190 of the U. S. Report, shows that this objection was

untenable.

c. Waterford Irrigation District is a "taxing district" within the

meaning of Chapter IX.

Point IV of appellants' brief makes the contention

that Waterford Irrigation District "is not a subject

of bankruptcy", because its functions are essentially

governmental rather than proprietary. The Bank-

ruptcy Act makes no such distinction, and we see no

reason for determining the question or re^dewing the

numerous cases on the subject cited by appellants.

Section 80 of the Bankruptcy Act provides that any

"municipality or other political subdivision of any

state, including (but not hereby limiting the generality

of the foregoing) any county, city, * * * school,

drainage, irrigation * * * or other districts

(hereby referred to as a 'taxing district') may file

a petition", as further provided in that section. Ap-

pellants quote the foregoing and then cite California

cases holding that an irrigation district in this state

is not considered a "municipal corporation" or a

"political subdivision" and they argue that an irriga-

tion district is not a "taxing district".

In determining this question, the court will seek to

ascertain the intent of Congress and will not be bound

by technical decisions of state courts as to the nature
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of their agencies. In numerous Acts of Congress the

term ''political subdivision" has been used to include

all kinds of districts, and in the Federal Power Act

tlie term "municipality" is expressly defined to include

irrigation districts. Likewise in

Fallhrook Irrigation District v. Bradley

(supra),

an irrigation district was held to be a "public cor-

poration for municipal purposes", and Congress must

be held to have intended to use the terms "munici-

pality" and "political subdivisions" in the broadest

sense.

Furthermore, the Congressional reports show that

the proponents of this law were the drainage districts

of the south and middle west and the irrigation dis-

tricts of the west and southwest, and, of course, Con-

gress intended by its specific mention of such districts

to include them.

Appellants also make a highly technical argument to

the effect that the landowners rather than the district

are the real debtors on the bonds. It is not denied

that the bonds themselves declare that the district "is

indebted to and promises to pay" the bearer of the

bond its principal amomit and the interest thereon,

and that suits to enforce the obligations under the

bonds must be brought against the district or its of-

ficers. Therefore it is absurd to say that the district

is not a debtor.

Equally inconclusive is the contention that the dis-

trict cannot be "bankrupt" or "insolvent". The law

does not require it to be. It affords relief if the
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district is "insolvent or unable to meet its debts as they

mature".

The assets of such a district cannot be seized or dis-

tributed for the benefit of its creditors. This was

expressly held in

Merchants National Bank v. Escondido Irr.

Dist., 144 Cal. 329, 77 Pac. 937.

In so far as the creditors are concerned, the only

assets of such a district are its powers of taxation and

the ability of the landowners to respond to tax levies.

If the lands cannot pay the necessary taxes to meet

the obligations of the district, it is insolvent, and

if the maturities of its outstanding obligations are so

arranged that the amounts to be paid are in excess of

the ability of the land to meet then the district camiot

meet its debts as they mature. In either event the

district is entitled to such relief as may be fair and

equitable to the creditors.

d. The plan of readjustment has been found by the court to be "fair,

equitable and for the best interests of the creditors", and not

discriminatory in favor of any class of creditors.

The assignments of error do not challenge the cor-

rectness of this finding and it is abundantly supported

by the evidence summarized in the agreed statement

on appeal, set forth in the printed transcript herein.

In view of the fact that the assigimients of error

do not challenge the correctness of the findings, we

believe it is improper for appellants in their brief to

attack the plan on any question of fact. Indeed it

may be said that the six particulars in which the ])lan
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is declai-ecl to be unfair raise questions of law rather

than questions of fact. These particulars are pre-

sented in the brief beginning at page 137.

The first of these specifications of unfairness is

that the value of the bonds should not be determined

under depression conditions. The ans^Yer is that the

fairness of the plan must be determined when the

proceeding is before the court. It must be presumed

that the court took into consideration all of the con-

ditions affecting the value of the bonds and made its

determination with due regard to the interests of the

creditors.

The second specification is that the assets of the

district exceed its liabilities as shown by its financial

statement. This means no more than that the book

value of its works and water rights is greater than

the amount of its bonds and other obligations. As
the district's property cannot be taken for its debts,

this is wholly immaterial in view of the miquestioned

fact that the lands in the district cannot pay enough

to meet the outstanding bonded debt.

The third specification is that the property of the

district and its revenues are held by the district in

trust. This is likewise iimnaterial, the only question

being whether the district by taxation can meet its

obligations.

The fourth specification is that the plan does not

require a scaling down of the obligations issued by

the County of Stanislaus and certain school districts

which overlap Waterford Irrigation District. The

law^ does not require that such overlapping indebted-
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ness be considered in a plan of readjustment of the

indebtedness of a district, and ob^dously it could not

do so. The county bonds are good because all the

property in the county, both real and personal, is sub-

ject to taxation to pay them, and their total amomit

is but a small percentage of the assessed value of the

taxable property. If the property in Waterford Dis-

trict should all go delinquent, there will still be plenty

of property in the county that will respond to tax

levies in sufficient amomit to meet the county bonds.

The same is true of the school district bonds covering

Waterford Irrigation District. The amount of such

bonds is limited to a small fraction of the assessed

valuation of the taxable property within the school

district, and therefore, miless the district lies wholly

or largely within a defaulting irrigation district, the

value of the school bonds is not usually affected by

defaults of the irrigation district.

The next specification of unfairness is that the

holders of private mortgages are not compelled by

the plan to scale down their indebtedness. The an-

swer is that this proceeding is not for the relief of

the present owners of land, but is for the relief of

the district, and the lands are considered independent

of their ownership or the liens against them. The

law makes no provision for bringing private parties

into this proceeding, except as creditors of the dis-

trict, and in determining the fairness of a plan of

readjustment, the ability of the lands in the district

taken as a whole must be considered. The assessments

of an irrigation district are not personal obligations
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of the landowners and as long as the bondholders get

what it is reasonably possible for the lands to pay

they have no concern with the private relations of

individual landowners.

There is likewise no merit in the sixth specification

that property rights are transferred by this proceed-

ing from bondholders to landowners. As the findings

have not been attacked from the standpoint of any

question of fact, it must be presumed that the bond-

holders are getting in this settlement all that they

could reasonably hope to get. In the absence of an

assigmnent of error to the effect that the evidence

does not support the findings, this court will not go

into any details as to the operation of the plan.

Therefore, appellee prays that the judgment of the

district court be affirmed.

Dated, San Francisco, California,

May 8, 1936.

Respectfully submitted,

S. J. Hankins,

Hankins & Hankins,

a. l. cowell,

Attorneys for Appellee.




